
TENNESSEE GUIDELINES
FOR

UNITED CITIES GAS COMPANY’S AFFILIATE TRANSACTIONS

The following guidelines present the minimum conditions deemed necessary to ensure
that affiliate transactions between United Cities Gas Company (hereafter “United Cities”
or “Company”) and its affiliate(s) do not result in a competitive advantage over others
providing similar services.  The effective date of these guidelines is April 1, 1999, and
said guidelines will remain in effect as long as United Cities is operating under a
performance based ratemaking plan.  We note that these guidelines may fail to
anticipate certain specific methods by which such advantages may be conferred by the
Company on its marketing affiliates.  All parties should be aware that to the extent such
instances arise in the future, they will be judged according to this stated intent.  This
Agreement has three parts:  Definitions, Standard of Conduct and Complaint
procedures.

Definitions

Terms used in these guidelines have the following meanings:

1. Affiliate, when used in reference to any person in this standard, means
another person who controls, is controlled by, or is under common control
with, the first person.

 
2. Control (including the terms “controlling”, “controlled by”, and “under

common control with”), as used in this standard, includes, but is not limited
to, the possession, directly or indirectly and whether acting alone or in
conjunction with others, of the authority to direct or cause the direction of the
management or policies of a company.  Under all circumstances, beneficial
ownership of more than ten percent (10%) of voting securities or partnership
interest of an entity shall be deemed to confer control for purposes of these
guidelines of conduct.

 
3. Marketing, as used in this standard, means selling or brokering natural gas

to any person or entity, including the Company, by a seller that is not a local
distribution company.

Standards of Conduct

The Company must conduct its business to conform to the following standards:

1. If there is discretion in the application of tariff provisions, then the Company
must apply such provisions relating to any service being offered in a
consistent manner to all similarly situated entities.

 



2. The Company must strictly enforce a tariff provision for which there is no
discretion in the application of the provision.

 
3. The Company must process all similar requests for services in the same

manner and within the same period of time.
 
4. The Company may not give its marketing affiliate preference over

nonaffiliated companies in natural gas supply procurement activities.
 
5. The Company may not give its marketing affiliate preference over

nonaffiliated companies in its upstream capacity release activities.
 
6. The Company may not disclose to its marketing affiliate any information that

the local distribution company receives from a non-affiliated marketer,
unless the prior written consent of the parties to which the information
relates has been voluntarily given.

 
7. To the extent the Company provides information related to its natural gas

supply activities and upstream capacity release activities, it must do so
contemporaneously to all nonaffiliated marketers, that have submitted a
written request for such information to the Company.

 
8. To the extent the Company provides information related to natural gas

services being offered to a marketing affiliate, it must do so
contemporaneously to all non-affiliated marketers, that have submitted a
written request for such information to the Company.

 
9. In transactions that involve either the purchase or receipt of information,

assets, goods or services by the Company from an affiliated entity, the
Company shall document both the fair market price of such information,
assets, goods, and services and the fully distributed cost to the Company to
produce the information, assets, goods or services for itself.

 
10. When the Company purchases information, assets, goods or services from

an affiliated entity, the Company shall either obtain competitive bids for such
information, assets, goods or services or demonstrate why competitive bids
were neither necessary nor appropriate.

 
11. To the maximum extent practicable, the Company’s operating employees

and the operating employees of its marketing affiliate must function
independently of each other.  For the purposes of these guidelines,
operating employees are those who are in any way involved in identifying
and contracting with customers, locating gas supplies, making any and all
arrangements with intervening pipelines and in any way managing or
facilitating those contracted services.

 
12. The Company must maintain its books of accounts and records separately

from those of its affiliate.
 



13. If the Company offers a discount to an affiliated marketer, it must make a
comparable offer contemporaneously available to all similarly situated non-
affiliated marketers.

 
14. The Company may not condition or tie its agreement to release its

dedicated, stored, inventoried or optioned gas or supply contracts or
upstream transportation and storage contracts to an agreement with a
producer, customer, end-user or shipper relating to any service by its
marketing affiliate, any services offered by the Company on behalf of its
marketing affiliate, or any services in which its marketing affiliate is involved.

 
15. Prearranged, non-posted, capacity release transactions may not be entered

into with any affiliate of the Company in any two consecutive thirty-day
periods.

 
16. The Company must maintain a written log of tariff provision waivers which it

grants.  It must provide the log to any person requesting it within 24 hours of
request.  Any waivers must be granted in the same manner to the same or
similar situated persons.

 
17. The Company shall maintain sufficiently detailed records that compliance

with these guidelines can be verified at any time.

Complaints

Any party may file a complaint relating to violations of these guidelines.

1. Any customer, marketer, or other interested third-party may file a complaint
with the Tennessee Regulatory Authority (“TRA” or “Authority”) relating to
alleged violations of the affiliate standards set forth in these guidelines.  At
or before the time of filing, the complainant shall serve a copy of the
complaint on the Company.

 
2. Within ten (10) days of service of the complaint upon the Company, the

Company shall file a written response to the complaint with the TRA.
 
3. The TRA may hold hearings on any complaint filed or may take such other

action (as it may deem appropriate), including requesting further information
from the parties or dismissing the complaint.

 
4. After notice and opportunity for a hearing, should the Authority find that the

Company has violated the standards contained in these guidelines, the TRA
may impose any penalty or remedy provided for by law.


